"GAE - - = L2
‘* CORPORATION, - - .

+ 034 00D _

IF THE ABOVE PAGE IS LESS CLEAR THAN THIS STATEMENT, iT IS
DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.

G-I_EPA0019738



\ .\
¥
.
v %
A
1 -

BLANK PAGE

T
|
i
]
|
i
i
i
|
1
{
1
i
i
i

i
s
It
!
{
5
1
i
.

D l SC Lo SU R E @ IF THE ABOVE PAGE 1S LESS CLEAR THAN THIS STATEMENT, IT IS <

DUE TO POOR PHOTOGRAPHIC QUALITY OF THIS DOCUMENT.

G-I_EPA0019739



GAF:A Thrusi Toward New Markets
GAF sbasic know-how in chermical technology.
accumuiated over more than 100 years, has
nounshed the Company s growth and guided
into five congeneric, of refated. fields. The
fundamental capacity to deveiop and formulate
higtily complex chemical specialties has enabled
e Copora on o expand soundly into the
photographic, reprograp'ic. bulding and
indusinal products businesses.

Excepttor photographc and fioor products. most
GAF products n the past have been sold directly
to manufacturers or contractors who uttimately
incorporate them mto their own hushed goods of
services-with kttie or no GAF dentification.

Today. however. there is growing recogniaion of
the GAF brand name and the red GAF symbdi.
This recogntion derive:< iom the Comipany's
quality consumer prouucts and the advertising
and marketing exposure they are increasingly
receming. Accordingly. the Company's growth
planfor the years ahead calls for accelerating the

Table of Contents

Message from the President
2

Chemicals
4

Photo Products
6

Business Systems
8

Building Materials
10

Industrial Products
12

International Operations
14

Corporate Services
14

Management Changes
14

Financial Review
16

Summary of Significant Accounting Policies
20

Financial Highlights 1973 1972

Sales $848,886,000 $768,460,000
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Primary $1.85 $1.75
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The Annual Meetingof GAF

Shareholders will be held at 1:30p.m,,
April 23, 1974, at the Quality Inn South
inChattanooga, Tenn.

‘GAFCorporation 1974
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mzrketing of goods and senices beanng the
GAF name directly 1o the ultimate consumer. Old
markets are being examined and new ones
developed. Thelong-termgoalis to enable GAF
to translate ts technological expertise into self-
contained packaged products beanng GAF
dentification

Each GAF product group 1s actively seeking
ways and means 1o achieve this goal The pace
of GAF s marketing communications, incluging
market research, packaging, advertising and
distribution, is now being stepped up torespond
tothese new directions. Atthe conclusionol

the review of operations for each of the five major
products sales groups. as reported in

these pages, a short commentary is provided lo
highlight this new marketing thrust,

The sequence of photographs accompanying
each section of the review of operations traces
the flow of GAF products from rese-arch and
development through manufactuning and
marketing 1o ther endt uses

The cover,nbnnging together a frame

from each product group. underscores the
Company s emphasis on the drect maketing of
GAF goods and services to the utimate
consumes
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Message From The President
1973 GAF acheved another iecordy earin
saler ! e me and earmings per shate
Highigrts of the yed' s hnancalperformance are
setionn on the prevous page and details are
contaned in the lnanciai sechon of this repont

Allofthe Company s major products sales
groups contributedtothic year s sales growth. afl
hut the Building Materiats Products Sales Group
shared in the year s ncrease nprofits

The extraordinary economic events of 1973 had
amayor negative mpact on the Company s
profits in the United States Duning the year costs
of raw materials. energy and services ncreased
atanaccelerated pace Atthe same time, prce
conwrol restrictions, price freezes and the delayed
and hmited pass-through of costs under Phase
IV controls permitted only partial relief from cost
increases. Plant production schedules were
interrupted and addtional costs incurred
because of raw matenial shotages Emergency
procurement helped 10 minimize, tut

could not entrrely eliminate. the production
dislocation and the resulting inabiity 1o meet
avallable sales demands

DISCLOSURE®

Earlynthe year expanded fued facilites and
secondary of standby fuel capabities were
planned Or e1gneeed at appropnate plants 5o
that att GAF mstaliations couid hare suppiies
andr: e dtfcuties These arrangements
Wt NeCessary o limd disruption of provtucton
but further added '0 costs

Cost Price Squeeze

This intense Cost prcs squeeze was mos!
evidentin the Buiding Matenals Products Sales
Group Demand for moat of these products
continued at a ighlevet but the adced cost for
asphatt. polyvinyl chionde. fuel. and the paper
and wood waste which: the Company recycles.
adversely affected operating profits This
squeeze, coupled wih reguced sales,
particularly hurt the foor tde product line

Asimdar. althoughless extreme. 2nalysis canbe
made for each of the other products sales
groups. Details are ciscussed in the :ndividuat
reviews Of operations on the fol'owing pages.
The cumulativa effect of these difficuities was
that GAF s 197_ sales inthe United States were
higher than 1n 1972 but comestic profits were
lower.

Inforeign markets t was a different story. Foraign
sales volumes increased, continuing a long-term
trend. and 1973 cperating profds were

approximately double those of 1972 Inaddition
togeneral volume increases. foreign currencies

exchanged altughar rates w1 373 maae GAF
Products expaied rom the Unted States more
SOMpetty e innternationai markets The 1973
anerating results transtated at hghoe doltar
VA'LeS were A's0 a factorn mthe mproved saics

s centam *hat without purchasing techmca! ang
engineerng cooper ative efforts throughout the
Company. the mpact of the year § prodiems
would have been apgr ccably more sovere ang
the generally favoratse tesults oblaned would
have been mpcssidie

Strong Financial Position

The Company s inancial postin strengthened
n 1373 Appreriable potential dition un
earnings per share wasremoved by the

repurcd ase of $23.200 (00 principal amount of
five peroent conveitibie subordinated notes

The growing inancia! strength permitiod the
Board of Diractors to approve anincrease i the
vidond rate for common shareholders starting
withtt.e August. 1973 pay ment
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Captal mapondities Wt acd 825 133 000 n
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&nti-Trust Action

D 1973 CAF undentoom a signdicart ant

1 ustAChon 2gams! the: £astman Kodik
Company The wud team U S Dietrat Courtn
"Now 1o 0V APl seoks tehel hom monopcistic
N O eGP aCtiCe WHKH have adversed 7
affected tte contuct of GAF s photograpne
business Vi are comanced that a favorabie
esullin this action wi't enabie GAF 1o bacome

mote competiive m the photo rmanet

Results tobe achveved for 1974 cannot be
oredicted nthe eastng Cmate of acunomic
uncertanty The Company s contr’ent

however that with adequats supriuss of anerqy
and raw Matenals ang an myroved mechanism
for passng oninfltionary Cos! Increases. theve 1s
every reasur o expect GAF s yomnn sales
and protits tocontinue Further teasons i our
confidence nclude the actions takenin 137310
terminate the production of 2lectrustatic copyng
equpment. discontinue a phatogr: phic resale
operahon and largely compiete the phase-out of
dyestuf! and pigment manutacturing operations
atLunden, N J Alitivee of these operations
provided an unsatsfactory retum on investment.

WHAlE Ot D OfNer i Mt e S ot e 01

1974, wet wtl COntroe 10 1™ « 10y ) (MPhanss
onthe develnpmen! o new mark cieg
APPEOSCHES AT 0N the Jeveop vt 6!
Magninghe New speciatly prodac’s Thes efton
1643105 10 0w BASC strrieay of trinyng GAF
CHOSe toUmMAte ysees. Some asprcts ol thes
cHot wii be descnted more fully iniater sections
ofihes Annual Report We have estaticheda
Houzehoid Praducts Departmoent, onginated ang
bequn 1o Bevelop the prntEapress *Busiinss
Systems senice concept InCreased advenisng.
mmproved pant-of purchase matenals and

Ik agng and nsttited new distubutor and
Goraler tedniuNS Progprams

New Business Venlwres

The new Household Produsts Depariment
reached the market lesting stage with the first of
45 new fems. akne of supencs household dyes
which are heing evaluated by consumers in
severalaties The Business Systems Group
taunched s first gro:p of retail stores bringing a
ganwt of duphcating services to the uttmate
consumer These test stores are tocated withina
100-rle tachus of Indianapoks. wherea
comprehensive busness systems centeristhe
foca! pont for these operations

W lnns b tha fture of GAS wah rniadoncs
teCaus e of this enCouraging peeforeT
HEBCANNY EMPOYOES W 3 o]
e Jresults o 1973t face of maee
OOACHS VA wrow We Lan LONGEIG 1 sy o0
e Ene gy o mangnaton VWa als, mast
ATRAGAI g0 e SuUPNo T of DU LLSTMHE S ang
suppkers e *he contnued oyaty o' GAF <

Sharetuid sy

By Oroer o the B sard of Dnectors

Jesse Werer
Chanman o! the Board and Presiaent

Februan 11,1974

Dr Jaswe Werrer, GAF charman ard president
revewn sampes of the Company s adverlisng
and saley promahon Materals

o e
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Chemicals

Sales of GAF s diversified specia'ty chem.cals
rosetoarecord$172.817.000in 1973. Profits
from these operations before taxes and
allocation of corporate office expenses
amounted to $20,960.000 after a $5.942.000
write-off provision for phase-out of Linden dye
and pigment operations.

Theyear was marked by scarcity of, and
increased prices for, basic ingredients usedin
the production of GAF s broad line of acetylene
derivatives, surfactants, latices. dyes and
agricuttural chemicals. This caused cutbacks
anddelays in production as alternate processes
and substitutes were sought. In addition,

government price contiols generally restricted
the Company's ability to pass on to customers
the substantially higher uperating costs until the
latter part of 1973 whena number of price
increases vwere approved by the Cost of Living
Council.

Inthe acetylene chemical field. sales in 1973
were considerably ahead of the previous year
based ongrowing sales to the plastic.
pharmaceutical, cosmetic and various other
industries. A $2 milllon expansionof GAF's
bulanediol facility atthe Texas City. Tex.
chemical piant was started in the second halt of
the year to add an additional 30 percent to
capacity whenitis completed inmid-1974. The
Coinpany. which also produces acetylene
products at Calvert City, Ky., plansto

exnand its facilities even imore tomeet the
increasing demana.

Modest sales gains were made inthe GAF iine of
surface-active agents in the face of critical
shortages of ethylene ~ «ide and phenol, basicto
the manufacture of several key products. The
increasein sales of GAF surlactants, used as
deteigents. emulsitiers, dispersants and wetting
agents ina variety of industries. was due in part
tothe successit! introduction of several new
spedialty products. Giher new products inthis
line are planned for 1974,

Organic Chemicals Grow

Sales of industrial organic chemicals. including
GAF custom-manufactured agricultural
chemicals and ultraviolet absorbers, were
significantiy ahead of the previous year. Major
contributors to this sales rise were herbicides
manufacturad by GAF for other firms who
market them under their respective irademarks.
Tomeetthe increased demand, GAF at mid-
year began enlarging production facilities at
Texas City for the herbicide made for Amchem

-
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Prcducts, Inc. and sold by that company- under
its registered trademark Amiben*, This boosted
capacity by approximately 33 percent when
completed earlyin 1974.

Despite the developing market for GAF s line of
textile chemicals and styrene-butadiene latices
used in the manufacture of draperies, upholstery
and carpeting, the unavarlability of styrene and
other basic ingredients resulted in curtailed
production.

Dyes and pigments sales were down slightly in

1973 and reflected the phasing-out of the Linden,

N.J.dye manufacturing facilities. The
Company’s Rensselaer, N.Y. plant, however,
continued to tumn out a spectrum of profitable
colors, many of which are usedindyeing and
printing of the newer synthetic fibers and fabrics.

e G D

New Dimension In Chemical Marketing
GAF's traditional marketing of its wide ine of
speciaity chemicals to industrial users added a
newdimension in 1973 with the test marketing of
several packaged consumer goods bearing
GAFbiand names. Over the years. in
customizing chemical products for varied
manufacturers, GAF developed extensive
know-how and expertise in a great number of
household items,

Inlate 1972, a Household Praducts Department
was established to make a comprehensive study
and determine where GAF's eniry into the
consumer marketplace would be most feasible.
Considerabie effort has since been expended in
basic marketresearch. consumer pane! testing.
product evaiuation and actual saleability of
several experimental household products
designed and developed by GAF research
scientists.

One of the most advanced ofthese new
products-from a market testing standpoint-is
GAF Color Brite - household hquid dye.
available in a wide variety of colors. Itis currently
being sales tested in supermarkets in several
majoraities in the U.S. In conjunction with this
new marketing enterprise. GAF also has begun
to build an effective distribution network to
merchandise such product entries.

Tap: CAF labs devetop househala products tormulations
Middle: Pigments are manutactured at Rensselaer NY
Bottom: Testmarketng of GAF househcld dyes

)
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Photo Products

The upward trendin sales and profits of the GAF
Photo Products Sales Group duringrecentyears
was maintained i1 1973, Sales for the Group
were $219.551,000in 1973, and operating
profits vefore taxes and allocation of corporate
office expenses amounted to $11.148,000.

Allmajor elements of the Group~Consumer,
Industrial, Photo Service, and European opera-
tions—contributed to the improvement in sales.
An expanded sales effort. new procucts
manufacturing controls and the elimination from
the product line of siow-rnoving or marginal-profit
iterns were among the changes initiatec in 1973
to meet economic pressures brought by the
spiraling cost of silver and ihe reductions of
consumer color film and paper prices mandated
by the dominant competitor.

DISCLOSURE®

The Consumer Pholo Division, which serves
the amateur market with a wide range of
photographic films and hardgoods. introduced
several new products. Among these were:

o the GAF* 440 Pocket Camera, amore
sophisticated version of the GAF* 220 instant
loading camera, which features an electronic
shutter for automatic control;

o the GAF* 110-size color printfitmto fit all makes
of pocket cameras;

¢ twoadvanced “available light” movie cameras,
with automatic electric eyes, over/under
exposure warnings, built-in day'ight fiiters and
other desirable features; and

» twoGAF single lensraflex cameras, marking the
Company's entry into this area of the
photographic market.

Inthe pictorial products field, GAF's
View-Master * stereoscopic product line
continued its penetration into supermarkets
throughthe use of asoecial sales force, anda
score of packets of new three-dimensional color

reels for the GAF standard and Talking
View-Master* stereo viewers were introduced.

Inarclated move, GAF marketed "TRAVELBUG™"

board game, it second children'sgame
featuring View-Master products.

Tourist Sites Gain

The Company's association with suct major
vacationland attractions as Disneyland and Walt
Disney World continued to make millions of

I 2ople more aware of GAF photoproducts This
was reflected ingrowing filmand camera sales at
these tourist sites and throughout the country,

Inthe most recent of these affiliations, GAF late
lastyear became the cfficial fim for the riew Sea
WorldinOrlando, Fia., completing the link with
Sea World marine parks in Sa1 Diego, Cal.and
Aurora, Ohio.

In September, GAF sold the product inventories
of Lenco Photo Products, Inc. fo Interphoto
Corporation. Lenco,a marketing subsidiary, was
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New Focus On Exposure 7
1 primarily devoted tothe distribution of GAF s The Photo Service Division, which provides GAF's photographic heritage as the oidest
H Sawyer's* brand slide projectors, butalso sold quality photofinishing at strategically-located American fim manufacturing company s deeply
i non-GAF-manufactured photographic processing plants throughout the country, added  rooted inconsumer recognition and acceptance
i hardgoods. The Sawyer'sline is now being sold an 18thlocation in the Miami area as 1973 Today. however. the Company is breaking new
i by Interphoto under a distribution agreement. nearedits close, The new facility will serve groundtogain additional exposure-and sales— -
Rt customers throughout Florida, The Division also for its photographic products fine s
i New products introduced by the Industnal Photo expanded its efforts togain national accounts. ‘i
¢+ Divisionin 1973 included an improved color print Althoughmaintaining its traditional saies bases ot
o { paper, anew high-speed variable contrast in the photofinishing plants, efforts were in drug. depariment and specialty photo stores,
i % projection prirrting paper for aerial photographs, intensified to improve recovery of silver in the new inroads are being made into supermarke!s,
i a liquid systems cleaner and neutralizer for the processing operation. In addition, substantial discountand allied outlets -
H lithographers’ markel, and a wide range of capital expenditures have been made for the o
! cameraand non-camera films for graphic arts installation of equipment to handle recently GAF also has positioned tself in eisure-time
§ purposes under the Gafmate trademark. introduced non-GAF flm requiring new attractinn centers. Still and motion picture taking
3 chemistry. is a major aclivity atthese sites, andvisitors often c
Production Improved extenctheir film and camera purchases to ¢
M Manufacturing improvements inciuded better The European photo operations, headquartered include pictorial products, projection equipment '
H utilization of manpower and equipmentand in Sint-Niklaas, Belgium, continuedtogrow in and film processing. In addition, innovative radio.
H greatercontrol of distribution patterns and closer 1973. Inthis connection, plans are being television and print advertising —featuring Henry p
t quality assurance standards. In the marketing considered for the expansion of manufacturing Fonda-has been created 1o informthe public of --*‘
i area, salesof X-ray filmand color print paper facilities there. The plant currently produces the quality of all products bearing the GAF label e
i showed particularimprovement. View-Master stereoscopic products, slide and !
! movie projectors andslide viewers.
Top: Fimprecessing atBinghamton N Y. - :
Second: Moritoring Henry Fonda TV commercials o=
Third: AFF—- official flm of Walt Disney World Vs
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Business Systems

The GAF Business Systems Products Sales
Group saw sizableincreases inboth sales and
operating profits in 1973. Net sales hitarecord
$110.639.000. up24.1 percent over the
preceding year, while operating profits before
taxes and allocation of corporate expenses rose
asolid 112.2 percentto $4,838,000.

Virtually every segment of the Group—diazo
equipment and supplies for the printing of
engineering drawings, micrographic supplies.
audio-visual products and business forms—
contributed to the all-time-high sales record. The
major exception was electrostatic copying
equipment, which atyear's end was pared from
the line to permit more emphasis onthe diazo
and micrographic operations. The Company will
continue to offer coated el sctrostatic paper.

Domesticaily, new inroads into the burgeoning
microfilm market wererealizadin 1973 with the
U.S. introduction of the Micrcbox line of planetary
cameras, readers, reader-printers and other
micrographic equipmentand suppiies. GAFis
the exclusive American distributor of this
foremost West GGerman line of engineering
microfilm cameras and systems.

New Products Introduced

GAF also backed upits campaign to capturea
significant share of the micrographics industry
withanumber of its own new groducts,
including the industry's first completely ventless
diazo roll-film duplicators, and a family of new
microfiche readers.

Earlyin 1974 the Company purchased Mohawk
Industrial Laboratories, Inc., a small
manufacturer of a random access information
retrieval system employing standard size data
processing cards. The operation, located at
Vernon,N.Y., complements GAF's business

lines inthat information retrieval has become an
increasingly important phase of allbusiness
systems.

The Company continued to tapthe growing
marketininexpensive, convenience diazo
copiers for smaller engineering offices and
industrialuse. This effort was accelerated with
the successfulintroduction of thenew GAF* 180
diazoprinter.

The Group's business forms operation, which
specializes in cuslom-designed products
ranging from simple business checks to highly
sophisticated computer printout cards,
maintained its sales upswing andfinished the
year with appreciable gains—in spite of constant
pressure of paper shortages.

Internationally. too, sales in the European,
Australian and United Kingdem markets
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continued strong despite disruptive economic
factors. In Australia, GAF s tusiness systems
operation includes drawing office supplies as
well as diazo andreprographic services. This
expanding operation has made great strides in
p2netrating new markets in New Zealand and
Suutheast Asiaas well.

European Sales Up

Onthe Europeancontinent, GAF's office
systems business headquartered in Delft,
Holland, contributed to the riseinsales with
several diazo product introductions as wellas an
aggressive marketing program which included
the successfulentry of G A F micrographic
product+ into Spain, ltaly and France.

The operations for the United Kingdom and
Scandinavia, centered at Coinbrook, England,
increased sales volume in spite of a business
climate markedbyinflation govemment-
imposed price restrictions and shortages of
energy and raw malerials. Severalnew diazo
machines produced for worldwide markets
aided the sales gain.

Pt

DISCLOSURE

prinlExptess' “_ANew Service Concept
Oneof the cornerstones of GAF's growth has
beenits reprographics business. Over the years.
these diazo-based operations have added new
product ines including other duplicating
machines. papers and chemicals, microfiim and
telated materials, audio-visual equipment and
business forms

norder toreach even closer to the ultimate
consumer, GAF has developed abrand name
concept for activelyretafling its reprographic
products and services. Currently being test-
marketed under the printExpress trademark in
severalregionsinthe U.S., this service concept
revolves around a GAF pusiness systems
distnbution center which canies the Company s
{ultline of reprographic equipment and supplies
and offers complete reprographic services.

Withina 1C0-mtleradius of each center, satellite
prinExpress service facilities have been
established for the servicing of consumer

duplication needs. Each satelite constitutes a

convenient one-stop. full-service. retait visual | e
communications store whichmerchandises art ; SE ] N
anddratting supplies and alsoserves as alocal

channel for GAF photo processing services.

Large printing runs. micrcfilmand other copy I
reproduction jobs not accommodated by the .
prntExpress service satelitecan be truckedto -7 0
the GAF business center. completed and o
returned within 48 hours. Thus. the completely

integrated reprographic service package is

desicned to cover commercial as well as smait

users such as church organizations, restaurants

and educatior:alinstitutions, Todate. the

printExpress service concepthas met with initial.

gratitying acceptance. The possibility of

franchising these operaucnsis also being

considered.

Top:GAF diazo machines are assembledat Vestal N Y
Middle: Consumer marset plans ari- developed
Bottom: New printExpress'servica conceptin: action
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BuildingMaterials

Sales of the GAF Building Materials Products
Sales Group principally comprised of roofing,
siding and resilient fioor coverings. reached all
time highs in 1973 a15285.636.000. Operating
profits were $35.810 000before taxes and
allocation of corporate office expenses. Profit
margins were narrowed. however, as shortages
hampeted productionandthe costs of such key
ingredients as asphalt were cONS iderably higher.

Although several price increases were instituted
for GAF roofing. sidingand floor productsin
1973. thelag between application forthese
adjustments and their authorization by the Cost
of Living Council affected overall profitability.

Labor problems at four building materials p'ants
alse had adeleterious effecton profitability. The
Company maintained production in each case.
but the problems disrupted some schedules and
added fo cost. The major factor was a 78-day
Company lockout atthe Tampa, Fla.roofing
plant when union employees attemptedto

~ DISCLOSURE®

reschedule their contractio coincide with those
at other GAF reofing facilities. Two other work
stoppages-both over contract negotiations
-occurred atthe Vails Gate. N.Y. fioor tile plant
where 250 employees struck for one monthand
atthe Erie, Pa. roofing plant where 76 workers
struck for five days. The Joliet, IIl. ptant also was
hit by athree-and-a-half day wildcai strike by
some 730workers.

Home Remodeling Stron¢

The increased sales of GAF buiiding products
refiect the Company's strong pos tioninthe
heme remodeling and replacement markets as
the number of new housing starts inthe U.S.
turned downward in 1973. GAF s particular
strengthinthe rercofingmarket bod-s well for
the Company as the large number cfhcmes
erested during the buitding boom of e 1950's
come toneed new roofs.

Asphaltroofing continuedto account for the
largest portion of the Company's building
products sales. with GAF* Timbetline * celf-
sealing shingles making notable market gzins.

In aadition, the newly introduced GAF Mineral
Shield™ roofing system showed good potential,
which is expected toberealized in 1574. This
new buildup process involves a cold-applied
spray or brush application of mastic. Requiring
no meking kettle, itis economical, quick to apply
and eliminates the danger of burns or fire.

GAF * Stratali‘e * laminated mineral siding, the
durable and attractive exterior wall coveting
which simulates hand-split cedar shingles,
continuedits upward sales trend. Prospects for
accelerated growth are good for 1974inview of
the shorages of lumber, hardboardand
atuminum. Inanother developmentinthe siding
area, the success of GAF " Vanguard® vinyl
siding and shutters prompted the construction in
1973 of afacility for the manufacture of these
products. Theinstallation, located atthe
Company’s building products plantat Gloucester
City. N.J., is cutrently coming on siream, but
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shortages of polyvinyl chloride will temporarily
inhibit full realization of this fast-growing market.

Cash & Carry Market

The building products sales force was successful
inincreasing volume inlarge “cashand carry”
chains. Emphasis is also being placed on
developing new sales for GAF s line of structural
mineral fiber-cement products used in industrial
and commercial buildings. cooling towers and
waterfront bulkheads.

GAF's floor products business underwent critical
examination andreview in 1973, as competitive
pricing factors and the scarcity of such crucial
manufacturing elements as polyvinyl chloride
and relatedresins retarded expected growth.
Sales and profits in floor products were adversely
affected, particularly in floor tile, Therefore,
structural changes were institutedin
administration, sales and manufacturing
operations and plans were formulatedto
strengthen the marketing of the Division's fine
line of high quality. stylish and attractive sheet
vinyl goods and floor tiles.

Despite the many serious problems. however,
overall sales were maintained and even
increased in the sheet viny! line. The newly
developed GAF - Sofsten” fine of heavy
cushioned flooring was particularly well received.
Atyear's end. the new, lower-priced, “no-wax”
AirEase™ foam-backed vinyl was introduced
anditis predicted o increase penetrationinthat
prcemarket. Contracfloor™ commercial-gauged
vinyl looring ~innew nine-foot width —is another
innovative concept which should gain new
salesin the non-residential market.

Allfour of the Division's floor tile plants and the
Whitehall Twp.. Pa. sheet vinyl manufacturing
facility undertook intensified cost reduction
programs during theyear. As a result of these
progrems more efficient utitization of raw
materials and significant savings have been
acieved.

Roof, Floor & Siding: Selling Space
Themarketng of GAF buiding materiais. sold
primanly through dealers and contractors,
encompasses the total selling environment
Alter evaluation of consumer preferences and
fieldtesting of all GAF roofing, siding and fioor
coverings. promotionat maings and advertising
aredirectedtoarchitects. aesigners and
builcers GAF also provides attractive and
functional point-of-purchase displays. including
samples. signs and sales brochures. to
maximize showroom seliing space

Crealive packages and supportive tie-in
promotions complete the effortto solidify and
foster GAF brand awarenessinthis field
This total selling environment marketing
approach has been particularly usefut in the

growing do-t-yourself market where convenie.f.

easy-lo-instad GAF " bui'ding materials suchas,
Sure-Stik - floer tles are crossing the thresheld
as household names

Top:Weather-testing
Second: Granu'e noatings unde:
Third: The customer selects beauttyl
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Industrial Products

GAFs Industrial Products Sales Group. whose
basic felt and mineral product lines are used in
some 162 industries, kept pace withthe nation's
accelerating 1973 economy and posted
increased sales and profit gains during the year.
Sales were $60.243,000 and operating profits
before taxes and allocation of corporate »ffice
expenses were $11,100.000.

The demand for GAF wool and syntheti- fiber
felts, automotive andindustrial sound control
products, filtration systems and mineral granules
reflected the growthin Arnerica’s key consumer
productindustries.

A portion of the sales volume increasein GAF
felt products resulted from price increases
justiied by the spiraling cost of wool, but
synthetic felts also contributed largelyto the
overallgrowlh. As aconsequence, GAF in mid-
year began expanding its Westerly, R | plant o

Dlscmsuns@

boost capacity of Feutron* synthetic fiber felt by
some 50 percent. Feutron, and anarray of similar
GAF products, are used in filter cartridges and
filter bags. GAF wool felts have experienced
greatacceptance by ciothing, piano. decorative,
novelty and home appliance manufacturers.

Sales of GAF completely integrated filtration
systems, featuning portable, closed-metal
canislers and filter media rose appreciablyinthe
chemical process industries with the wide
acceptance of Gaflo* pressure vessels and
Snap-Ring” filter bags.

Noise Control Products

Theintensitying concern of automobile and
major household appliance makers to reduce or
completely eliminate noise and GAF's ability to
successfully solve these problems was evident
duringthe year. The unparalleled sales and

production of U.S. automobiles 'n 1973
accouniad for significantly increased sa'es of
such GAF-engineered automotive sourd control
products as molded wheelhouse covers. As
automotive production schedules were reduced
at thebeginning of 1974, GAF shifted its
markeling and engineenng emphasis in this field
to smail and compact cars.

In addition, the Company gained a solid entree
into the air conditioner and large appliance noise
control markets as it created specialty products
for these appliances. Sales of industrial sound
control products fo manufacturers of
refrigerators, clothes and dish washing
machines, vacuum cleaners and other
household appliances more than doubi2d over
the previous year.

Newly introduced Polygal “battery separator
material usad in rechargeable nickel cadium
batteries to increase operating efficiency, met
with enthusiastic industry acceptance in 1973
and experienced good initial sales.

st g oot BN 110 5
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The increased use by the apphance and
automotve industries of GAF * miliboard and
Gafpac* gasketing material, coupled with the
market growth for roll roofing and fiooring felts,
spurred sales of GAF* mineral fiber papers and
miliboard products.

Granules Plants Expand

Strong sales of mineral granules fur asphalt
roofing products were maintained during 1973, in
spite of the drop in new housing starts, but
helpedby the ever-present and growing home
remodeling market. Major expansion programs
were planned and initiated for the granule-
producing faciities at Annapolis, Mo.; Charmian,
Pa.; and Kremlin, Wisc. to keep pace with the
continued growing demand for these materiats.

“Packaging” A Marketing Message

A Hivatent i edreContn e tebas usd

B GO Gl ot 4 e

St Bty fevgiates i ase

[1F8}

000G It

protuct rdomya e asdveneenn and

ARhEGH hogse i By ors SeR00m e ise
mdustnal preducts. GAF noyerthdess i

packacgea tovanedioo ot it §
mineral goods to ncorporate al
aspectof qood consumer marketing

At and

tevery

Tobegnwih GAF hasengmeercd eachofits
quahty industnal components cetthe
specihc requiements ofthe user Eveninthe
Seemingly prosar granules business o
nstance. GAF techncal and marnetng people
bave createda design center where cusiomet s
canactualiy custom-blend cotor combinations to
meettherr specai requrements. For GAF
personnel atthe Bound Brook. N J-mstallation,
its 2 matter of selling the sizzie and he steak

wtaptatie GAF e
pnt Base

nzreasngly successhil

Tomtorm APPIOETAN COPSUrmerTs © { theeaa bty
quakity proviucts which GAF hacks it
EChIICA] SErVICe. A Prsuasve Cye-C
functional advertsing andg sa'es promioton
campagn s taloredto meetthe needsof each
markot Included in suchmerchandising plans
are case history - publicity features in trade
journals technical ltorature and exhibits and
displays atmajo” trade shows
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International Operatiors

AAF « mtetnaincalbusiness continued 1o take
cant singes in extanaing and sirengthening s
worid nanets n 1873 Total saies of exports of
gooxts mangactured in he Untea States anc
Products produted and marketed ntoregn
countnies teache1$134 866.000 a3 Jpercent
£SO OVerINE Provios year

Thisfast-growng porion of GAF s operatons
now accounts tor 19 8 percent of the Company &
omsohdated sIes

The 19/3 gans were made dunng 3 time of
contmyed Currency nstabdties and economa.
uncentamties m many countnes. and in spxte
of workdwide raw matenial shortages The
advance was pancpally achieved on the bases of
trong marketing efforts by GAF personnet
around the world. abie to supply customers with
valuable techncal assistance and oty service
pograms

New markets weve opened o Bardin the bt
pant ol ihe year when the Company estabiished
apetalions m Sao Paulo Yor the deet sale of
GAF chemical Hiteation and fioot products

Dyect marketing of this same qroun of products
Al%0 bogan in Austtakd and tegons of Southeast
Asiatrom GAF Htfices in Sydney

Corporate Services

The depth and varety of disciplines represented
inthe Corporate Services Department
tnroughout 1973 supported and fostered GAF s
overali operatons and made signiicant
contnibutions 1o the Company s marketing thrust

Reseatch and development activities produccd
anumber of new and improved products and
processes for GAF s fivi: major groupings as
noted i the review of operations. Some
$14.420.000 was expended during the year for
support for cutrent operations, discovery of new
products in present business spheres and
exploratory work related to new busini2ss
ventures The scarcity of many key mgredients in
1973 led to considerable effortin developing and
testing of substitute materials and altemate
piocesses withnotable results.

The Corporate Purchasing Department also
contributed extrac-diiary etforts &1t played an
importantsole in providing necessary supplies
tha! mimnimized production delays.

Advertising Contribution
Advertising and sales promotion activities,

_empioying amult-faceted approach tathetwin_____ packages. products and iterature

goals ol raising GAF brand awareness and
furthering consumer acceptance, made

consijerable advatcesn 1973 The
Corporation made skilfutuse of $20,668 000in
implementing ts plograms

Renowned actor Henry Fonda continued to be
an eflective advertising spokesman for the
Company n domestic television. radio and
speca! display and print advertising, and his
activities for the Company will continue in 1974,

Other major advertising and promotion
deveiopments duning 1973 included

© anexpanded pnnt advertising piogram in magpr
newspapers to complementincreased radio and
television commercials;

e anew trade advertisng and promouon campaign
to supportintensified sales efforts in the
supermarket field:

® recognition by the Freedoms Foundation for an
industfial photo advertising campargn featunng
GAF ac America's oldest manutacturer of fim;

e asenes of awards for excellence in point-of-
purchase merchandising displays for GAF floor
products:

& newcreative designs for avanety of GAF

The mpact of the energy cnisis duting 1373 was
the sharad responsiility of several GAF
Corporate depanments Long betore enetgy
shonages made nevispaper headines. GAF
engineers nsttuted an energy conservation and
saving program In addit-on 10 nomMmar savings
nccurnng fromthese efforts new heat recovery
aquipment engineered and introduced at several
GAF faciies saved energy equvalent 1o that
required to heat 1,000 average homes

In another actmity directed to the fuel problem,
the Corporate Purchasing Department
organwzed a team of enetgy specialsts 0
prograrn Company needs and procure and
allocate fuel supplies. As it result. no operations
were nterrupted for lack of fuet

Environment Protected

The national concern over environment also took
the combined efforts of several corporate statfs
under the Technical Services function
Environmental engineers continued thesr

Management Changes

Kenneth C. Foster, who recently retired fromthe
presidency of The Prudential Insurance
Compary of America, was electedto the GAF
Board of Directors in September, 1973, He
replaced Bailey K. Howard, chairman of the
executive committee, Field Enterprises. Inc.,
who resigned because of additional
responsibilities at Field Enterprises.

Mr. Howard had served on the GAF board since
1961 and was amember of its executive
commitiee. The Corporation is very grateful for
his dedication and appreciative of the
contributions he made toward its growth over the
pastdozenyears.

InJanuary, 1974, Donald L. Sanders. {ormer
exerutive vice president of GAF and consuttant
tothe Company, resigned as adirector andthe
Board acknowledged his contribution to the
Company over an eight-year span of service.

InFebmary, 1974, Juliette M. Moran, senior vice

presidentof GAF, was electedio the Boardto
replace Mr. Sanders. Miss Moranjoined GAF in
1943 and has served in a number of key
administrative posts.

DISCLOSURE®
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InEwope dstdnsmon of GAF hoor products
CeaENdedto 12 countres with the adaton of
Austrian Swiss French and Rasan mareets

The overall Ewopean markel contnues 16 1e a
tertie betd lor GAF phato proctucts. especully
the View Masier ' sterecscop bne of phato
roducts. shon viewers and shde and mone
Projecions produced ar the “nt Niklaas
Belgum plant

Record Saes voume alsd was altaned by GAF
w. Canada and My The Mesan opetation
LranAnty Markets ChomeCa sDeCiate s whig the
Canathan compey drotrbntes GAF (ros

1A aton and fooe peadudcts

15

successtul kaison efforts with a mynad of federal.
state and 'ocal poitution cantrol authories and
provides gudance to all drvisions indeveloping
ang mondoning new and enproved ecological
systems Inc'easng altention to thertern il
envronment also was evdentinthe incressed
number nf sutveys conducted al all appropate
rmanutacturing plants 10 determine and conti i
levels o dust. noise, heat, tumes and vapor

Also mthe ecologieal held. Corporate enginacts
utikzed technology umique 1o GAF todevelop a
waste waler recychng system for the elimunation
of drscharges at severa! plants. Simidar
installations are planned at othier locations

The Corporate Drstribution Department aided
the Company by judicious and analytical
schedukng of shipments and storage of GAF
products The GAF-owned truck fleet was
increased substantially and aided inthe
reductionof nsing freight costs. Inadditicn. a new
distnbution center was opened in Denver to

Theaughout the year, the Corporate Personnel
Depanment continued ¢S vared activihes
drected at geveloping the Company 5 prmary
tesource=rsempioyees Efforts werd intensitied
inupgtad g and developing employes and
management skils Inaddtior o sevetal
continuing trastng and &dutation programs, new
oties were initated Anemployee suggeshon
award systemresufiedina $350,125annual
savings tothe Company More than 2 450deas
were subnited and $42.037 was awarded fot
749 adopted suggestions.

Safety Emphasized

Accelerated emphasis was exerted dunng the
year 1o assure a safe piace in which to work.
Special traming programs. field audits and
nspections were conducted *0 prevent acodents
and promote loss control effonts

Con'inued ef'orts were made to recruit and
upgrade minonty and women employees.
Government sponsored comprehensive equal

Ingoereral, GAF mantained stable industial
refavons dutng 1973, ‘nat. some 37 fabor
contracts ane] 26 pension agreements were
negobiated. 4 similar number of negotiations ale
scheduledfor 1974

Asi’ from the work s'oppages notedinthe
Bullding Maig:'« teview of operations. the only
other disruphon invaived a one-day. wildcat
strike of 250 emplo, eas at the Calvert City Ky.
chemcal plant

serve the Rocky Mountain area. opporunity comphance reviews also were

conducted and successfully completed at 10

GAFfacities
inFebruary, 1973, Vice President J. Sickes The Board of Directors elected Wiliam ©. Smith, Edward J. Deviin was elected vice presidentand
Clement took early retirement after 36 years of manager of the Photo Service Division,a  controllerin January, 1974, replacingW. Richard
service with GAF and its predecessor vice president of the Corporation in May. Mr. Margerm who resigned. Mr. Deviin formery
companies. R. Power Fraser, Jr., acorparate Smith's experience in the film processing directed financa, administrative and corporate
vice president previously responsible for the business dates backto 1947 whenhejoined The staff activities at Duplan Corporation.
Industrial Froducts Division, was placed in L.L.Cook Co., acquired by GAF in 1349,
charge of the Floor Products Division formerly
headad by Mr. Clement. inJuly, the Board also elected Frank T.

Campagna a vice president of the Corporation.
Mr. Campagna, who setves as general manager
of the Industrial Products Division, began his
GAF career in 1949 with the former American
Feit Company.

DISCLOSURE®
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Financial Review

In the Summary of Operations below. businesses acquired and
accounted for ona purchase basis have beenincluded in the
Summary of Operations from dates of acquisiticn. There were no
businesses acquired on a pooling of interests basis.

Various factors influencing the net sales and direct operating profits
by groups have been mentioned previously in this report. The 1973
phase-out of Linden dyestuff manufacturing and the termination of a
photographic wholesaling operation ac sersely affected the direct
operating profits of the Chemicals and Photo Products Sales Groups
respectively. while the gain on the reacquisttion of 5% convertible
subordinated notes reduced unallocated corporate expenses.

Direct Operating Profit of the Company's five product groups is
reported before aliocation of general expenses. The Company
records results of operations on the basis of responsibility accounting
whereby the lines of business are measured after theidentification of
only those items of income and expense directly applicable to each of
the lines of business. The cost of functions that serve more than one
line of business. such as interest and debt expense, and
miscellaneous income and expense items are not allocated to the
product groups but are included in Unallocated Corporate Expenses.

The Summary of Significant Accounting Policies on page 20 of this
repoit sets forth the significant accounting policies of the Company,
nroviding background for the Summary of Operations.

Summary of Operations
Dollars in Millions
Year Ended December 31 1973 1972 1971 187C 1969 1968
Net Sales by Group ] B
Chemicals $172.8 $156 3 $145.8 $142.0 $151.1 $137.1
Photo Products 219.6 205.4 1778 137.8 145.3 1354
Business Systems 110.6 89.1 80.5 839 74L 69.6
Building Malerials 285.6 263.5 2330 176.1 175.7 168.2
Industrial Products 60.3 54.2 46.7 437 451 440
Total Net Sales 848.9 768.5 683.8 583.5 592.0 554.3
Direct Operating Profit by Group o - o T T
‘Chemicals 21.0 204 209 209 - 242 210
Photo Products 7 414 8§ 45 @) 7 88
~ Business Systems 4.8 23 24 45 T 44 a9
_ Building Materials i 358 422 393 18.4 170179
Industrial Products EIRE S 93 85 83 92
Tota' Direct Operating Profit 83.8 836 75.6 49.0 61.6
Discontinued Operations OperatingLoss ~~~~  — = = (43 (8 (10 (02
Unallocated Corporate Expenses (31.8}) (33.3) (337) (30.8) {30.9) (25.6)
Profit before income Taxes and Exiraordinary ltems o 52.0 503 376 156 2.7 39.3
incomeTaxes S {23.4) (226 (157 (12) (14.5) (18.6)
Income before Extraordinary items 289 277 218 = 84 15.2 212
Exraordinary llems ) — — (84 63 (4.1) -
Netincome $ 28.9 $ 277 $ 135 $ 147 $ 111 $ 212

-~ e T s s
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Data per Common Share

Year Ended December 31 1973 1972 1971 1970 1869 1968
Net Sales $62.08 $55.99 $50.25 84292 54358 $41.48
Primary Eamings - .
Income before Extraordinary Items 1.85 1.75 1.33 34 85 131
Extraordinary ltems - - (62) 46 (.31) =
Net Income 1.85 1.75 N4l .80 54 1.31
Fully Diluted Eamings }
Income before Extraordinary items 1.58 1.49 1.19 38 83 123
Extraordinary ltems ) — — : 41 B —
Net Income 1.58 1.49 : 79 : 123
Dividends .42 40 40 40 AQ 40
Shareholders' Equity™* 18.62 17.19 15.77 15.45 14,96 14,94
Figure omittedbecause not dilutive.” * Shareholders equity per reduced by liquidation value of preferred stock atthe end of tt e year
common sharewas computed by dividing shareholders’ equity by the number of shares of common stock outstanding at the end of
theyear.
Employment Summary
¥ From 196810 1973the Company's sales increased 53%, thenumber  fringes increased 58%. Therelationship of wages and salaries
? of employees increased 12%, and wages and salaries including including fringe benefits to net sales has icmained fairly constant

during the last six years.

&
s
5

Dollars in Millions

?tl Year Ended December 31 1973 1972 1971 1970 1969 1968

¥ NetSales o $849.9 7685 96838  $5835 95020  $5543

s Numberof Employees (Yearend) C 22,544 22897 2195 19773 21088 20,177
Wages and SalariesIncluding_F_ringes_ 7 "s286.4  $2247 52049 $1833  $1804 $156.0 {
e - o N

Net Sales per Employee $37,655 $33,666 331.146 $29,510  $28,081 $27,472

Wages and Salaries, Including Fringes, a: 3% of Sales 29.0% 29.2% 30.0% 31.4% 30.5% 28.1%

Average Wages and Salaries Including Fringes $10,930 $9,845 $9,334 $9,273 $8,555 $7,732

Financial Condition

Dollars in Millions
December 31 1973 1972 1974 1970 1969 1968
Current Assets o S . $361.7 353403 $319.0 $2898  §297.8  S$267.2

Current Liabiliies o B 114.8 1320 1138 845 99.8 1109
Working Capital 246.9 208.3 205.2 205.3 198.0 156.3

Property, Piantand Equipment—Net 221.2 2259 2226 2312 2358 2375
Total Assets 627.0 610.8 588.3 561.2 574.2 535.4

Long-term Debt—Including CurreritPotion ~~~~ 136.6 1367 1556 1525 1568 1125
Sharehalders’ Equity 3.10.0 3213 301.8 2971 290.2 286.4
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Financial Review (continued)

Financing Activities
During 1973. the Compa..y secured new financing with a year-end
value of $58 million in debt obligations as follows:
© $7 million 7' 2° notes— 1976 maturity
© S6milion 734°0 notes—1979 maturity
» $24 million term loan with interest as a function of bank prime
and no compensating balances—1980 maturity
o $3 million 4555 pollution control lease financing—maturity to
1983
o 50million Swiss franc 6'2% notes—1976 maturity
« 100 million Belgian franc 7.9% loan—maturity to 1985
Using funds from the new financing and from operations. the
Company strengthened working capital, reduced short-term debt
and current portion of long-term debt, reduced potential dilution of
commen stock, and reduced exposure to fluctuations in foreign
exchange.

Short-termnotes payable were reduced from $41.2 millionto $27.4
millior Bank termloans, with an effective interest rate of 1014%, due
in 1974-76, were prepaid, reduicing the current portion of long-term
debt from $15.4 million to $.9 million, Working capital increased to
$246.9 million from $208.3 million.

During 1973, the Company repurchased a total of $23.2 million of its
% convertible subordinated notes due 1994 ata total costof $16.8
million. Tnis resulted in eliminating potential conversioninto
approximately 844,000 shares of the Company’s common stock.
Subsequent to the year-end, in February 1974, the Company

“— T purchased an additional $15.8 million for $11:4 million; thereby further —

reducing potential dilution by an additional 574<ns1:XMLFault xmlns:ns1="http://cxf.apache.org/bindings/xformat"><ns1:faultstring xmlns:ns1="http://cxf.apache.org/bindings/xformat">java.lang.OutOfMemoryError: Java heap space</ns1:faultstring></ns1:XMLFault>